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TIME TO STEP UP:
With Federal Recovery Funds Gone, State Lawmakers Must Recommit to
Funding Public Education with General Fund Appropriations

KEY FINDINGS:
• Funding for public education has always been a shared responsibility of state, federal and

local governments with the majority of investment carried by states.

• Starting in FY2012‐13, North Carolina will have spent almost all federal recovery funds
supporting public education through the American Recovery and Reinvestment Act
(ARRA), and no further federal recovery funding for public schools will be available.

• Federal funds for public education were intentionally used to supplant state General Fund
appropriations from FY2008‐09 through FY2011‐12 in order to reduce the impact of the
business cycle on the classroom and educational experience. 

• Analysis of North Carolina ARRA expenditure data for K‐12 education from  FY2008‐09 to
FY2011‐12 shows that 92 percent of these federal funds for public education – a total of
$1.47 billion – was used to pay public school salaries and benefits for thousands of
teachers and other classroom personnel.

• Starting in FY2012‐13, with temporary federal funds gone, state government will need to
re‐assume primary responsibility for funding public education in order to fairly and
adequately serve a growing K‐12 student population.

AS POLICYMAKERS RETURN TO THE GENERAL ASSEMBLY THIS MONTH, they will once again consider
spending decisions in light of a slow economic recovery and depressed revenues. The collapse in
revenues brought on by the Great Recession, intensified by an out‐of‐date revenue system, created
successive budget shortfalls that reduced the availability of dollars for a range of state investments,
including public education.1

North Carolina’s investment in public education via state appropriations represents 62 percent of the
total dollars spent to support children’s education and preparation for the workforce.2 The collapse in
revenue in North Carolina and across the country threatened to undermine the educational
infrastructure critical to future economic success and the creation of economic opportunity.3

Through the American Recovery and Reinvestment Act of 2009, policymakers were able to use federal
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funds to reduce their reliance on spending cuts to balance the state’s budget.4 However, these
temporary federal dollars for public education will no longer be available when the new school year
begins this fall.

ARRA’s State Fiscal Stabilization Fund
Congress approved The American Recovery and Reinvestment Act (ARRA) to ease the impact of the
Great Recession on communities across the country by enabling job preservation and creation,
infrastructure investment, research, and state and local fiscal stabilization.5 Under ARRA, funds for
public education were made available to support states and school districts as state and local revenue
collections plummeted in the wake of the Great Recession.6

The ARRA stimulated the U.S. economy with $862 billion in tax cuts and new federal spending,
including nearly $100 billion in one‐time funding for new and existing education programs. The largest
single education program included in the law was the State Fiscal Stabilization Fund, a $48.6 billion
program that provided direct grant aid to state governments in 2009 and 2010.7

Federal lawmakers designed the program to help states maintain support for K‐12 and higher
education so that educational experiences could be maintained and teacher jobs retained in the
context of state budget shortfalls.8 A national survey of local school districts in spring 2011 found that
these dollars were primarily used to retain instructional positions, and a majority of the school
districts reported being able to maintain service levels for students as a result.9 Evidence from other
researchers suggests that federal funds served to protect investments that directly impact student
learning by maintaining investments in instruction.10

Education Spending in North Carolina
In North Carolina, as in all other states, federal funds for education were intentionally used to supplant
state General Fund appropriations for education during the Great Recession. North Carolina received
$1.57 billion in ARRA funding for education from FY2008‐2009 through FY2010‐2011.11,12 The single
largest source of funds was $1.16 billion from the State Fiscal Stabilization Fund for Education, which
provided the money to states with the caveat that they could not cut General Fund support for K‐12
education lower than FY2005‐06 levels. The State Fiscal Stabilization Fund also gave states the option
to use the funds to restore overall funding for K‐12 education to either 2008 or 2009 levels, whichever
was higher.13

In North Carolina, with the exception of about $255 million in federal Education Jobs money, all ARRA
funding for public education had been expended by the end of FY2010‐11. The Education Jobs money
under ARRA was made available for the first time in FY2010‐11, but most North Carolina schools chose
not to spend at that time, instead using it to meet obligations in the current fiscal year, FY2011‐12.14

Analysis of ARRA expenditure data for K‐12 education from FY2008‐09 to FY2011‐12 shows that 92
percent of all funds available to North Carolina under ARRA for public education – a total of $1.47
billion – was used to pay for salaries and benefits of public school employees, including thousands of
teachers and other classroom personnel.15 In so doing, these dollars maintained classroom sizes,
instructional support for students and kept some workers employed in the downturn and subsequent
slow recovery. This suggests that North Carolina public schools’ use of ARRA funding for education
through the Great Recession and subsequent economic recovery has been similar to of thousands of
other public schools throughout the United States.

Despite ARRA funds, data from the NC Department of Public Instruction derived from payroll records
shows a dramatic loss in the total number of personnel working in North Carolina’s public schools over
the same time period.16 This is consistent with the experience of many other U.S. states over the Great
Recession17 and suggests that although federal recovery money was available and lawmakers raised
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temporary taxes, both measures in combination still fell short of fully and adequately funding public
education during the Great Recession and slow recovery.

In part, the inadequacy of public school funding over the Great Recession and recovery has been
attributable to budget pressures created by a growing student population.  From school year 2008 to
2012, the student population grew by nearly 20,000, or 1.5 percent.18 As the state takes up its
responsibility for public education, there will appear to be a sizeable year‐to‐year increase in state‐
only funding for education. However, in the full context of total spending on public education from all
sources – state, federal, and local – this spending is needed to maintain investments in public
education necessary and keep pace with growth in the student population.

Maintaining Education without Federal Stimulus Money
Once all remaining federal funds have been expended, a larger share of the responsibility for funding
public education will shift back to state government, where it has historically rested. It will be critical
that state policymakers recommit to maintaining and increasing the capacity of North Carolina’s
schools to fairly and adequately serve a growing K‐12 student population by adequately funding public
education.  This funding is necessary to continue North Carolina’s investment in long‐term economic
prosperity – namely, the education and development of our future workforce.  

Even with recovery dollars, state investment in public education as a share 
of North Carolina's economy is lower than before the Great Recession
State appropriations for K‐12 education per $1,000 in state personal income (SPI)
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SOURCE: ARRA program expenditure data shown here was accessed via the North Carolina Public Schools’ ARRA reporting web application on February 29, 2012. This data is revised
and updated frequently as individual school units report expenditures to DPI.

North Carolina Local Education Agency (LEA) Level Expenditures
Major ARRA Programs and Total ARRA Spending by Object

As of February 29, 2012
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